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REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS 


Your directors submit herewith the Nineteenth Annual Report 
of the Company and its subsidiary, Donohue Brothers Sales Corpora- 
tion, consisting of a review of the year’s activities, as well as the 
Consolidated Financial Statements and Report of its Auditors for 
the fiscal year ended December 31, 1964. 


PRODUCTION AND SHIPMENTS 


Newsprint production in 1964 was slightly higher than in the previous 
year. Shipments reached a record high of 112,943 tons compared to 105,685 
tons in 1963. 


PROFITS 


Net earnings, after depreciation and bond interest but before income 
taxes, amounted to $3,162,665 compared with $2,970,543 in 1963. Net 
earnings, after provision for income taxes, amounted to $1,563,313 or $0.87 
per share compared with $1,431,088 or $0.80 in 1963. This is an increase of 
about 9%. Profit on foreign exchange before income taxes amounted to 
$817,212 compared with $752,817 in 1963. 


DIVIDENDS 


In 1964, two quarterly dividends of $0.30 per share were paid before the 
subdivision of the Company’s shares on the basis of 3 for 1 and two quarterly 
dividends of $0.10 after the subdivision of the shares, making a total of 
$0.40 per share for the year on the basis of shares at present outstanding. 


IMPROVEMENT AND MAINTENANCE 


During 1964, $808,925 was spent for capital improvements in the Mill 
and Woods Divisions. This was part of the improvement program carried on 
each year to insure better control of the quality of paper produced, to reduce 
manufacturing costs and to increase productive capacity. The total amount 
so spent since 1959 amounts to $4,404,973. The additional earnings which 
resulted from increased shipments during that period compensated to a cer- 
tain extent for the higher cost of salaries, wages and supplies. When the 
program currently under way is completed the productive capacity of the 
paper machines will be further increased by about 5% of their present output. 


In addition, an amount of $570,262 was spent in 1964 for repairs and 
replacements in order to maintain the plant and other properties of the 
Company in good running order. 


FORESTRY OPERATIONS 


As in the past, the wood used in the manufacture of newsprint was 
obtained principally from the Company’s limits. In order to help the local 
economy in certain rural areas, cutting rights on some sections of the Com- 
pany’s timber limits were given again this year to neighbouring logging co- 
operatives. In addition, about half of the wood crop from private lots of 
the farmers of Charlevoix County was absorbed in our production. 


FINANCE 


Long term debt was reduced by $575,700 during the fiscal year through 
maturities and sinking fund payments. Long term debt as at December 31, 
1964 amounted to $3,720,700. Working capital at the same date was 
$6,477,266, a decrease of $132,351 for the year. This decrease in working 
capital is explained on page 5 of this report, and is due mainly to the large 
amount appropriated for capital expenditures. 


EMPLOYEES 


In 1964, $3,994,344 was paid by the Company in salaries, wages and 
various benefits to its mill and forestry employees. Life insurance in force 
on December 31, 1964 for the protection of employees amounted to $5,742,500 
and the assets of the Company’s pension fund amounted to $2,029,271. 


It is appropriate to mention the co-operation and industry of all the 
employees of the Company. Your directors wish to express their acknowledg- 
ment and sincere appreciation. 


HEAD OFFICE 


The space where the Head Office of the Company is at present located 
will no longer be available upon expiration of the existing lease. Your 
directors have therefore authorized the transfer of the Head Office of the 
Company to La Laurentienne Building, at 500 Grande Allée East, Quebec. 
The transfer will become effective as soon as the new premises are ready 
for occupancy, which is expected to be some time during the second quarter 
1965. 
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COMMENTS 


Two factors always receive special consideration by your directors. 
One is the necessity of maintaining a high quality product in accordance 
with market requirements; the other is the need for greater productivity 
in order to partly offset constantly rising costs. The capital improvements 
in the Mill and the Woods Divisions are useful measures in the Company’s 
effort to attain these two objectives. Continuous operation of the mill, on 
a seven day basis, would also help to contain costs and, because of the 
increased manufacturing capacity that would follow, should make it possible 
for the Company to take fuller advantage of the expanding newsprint market. 


On behalf of the Board, 
MARK DONOHUE 


President. 


Quebec, March 2, 1965. 


WORKING CAPITAL 


page 5 


The working capital at December 31, 1964 amounted to $6,477,266 
compared with $6,609,617 at December 31, 1963. This decrease of $132,351 
is explained as follows: 


Sources of Funds: 


INCHIEaIIUNG See ae mere ee oe eee $1,563,313 
DEPLeCiation ee non, 4e Oe. Mee a 762,034 
PC DIC ON tnt secre er ne eae 213,227 
Decrease in prepaid expenses and deferred 
CHATSCS eR en hee tn Pee eee 20,335 $2,558,909 


Application of Funds: 


Reduction of long term debt............... $ 575,700 
TDEVIGCN GS Me Ae noe Be a ae ee as 720,000 
Cost of additions to fixed assets... $808,925 
Less: payments out of funds set 
aside for this purpose...... 294,619 514,306 

Funds set aside towards cost of capital improve- 

ments to be completed in 1965........... 881,254 2,691,260 
Decrease in Working Capital............... $ 132,351 


Current assets at December 31, 1964 amounted to 5.2 times current 
liabilities. 


DONOHUE BROTHERS. LIMITED 
AND SUBSIDIARY COMPANY 
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CONSOLIDATED BALANCE SHEET 


(with comparative figure! 


ASSETS 
CURRENT ASSETS: 


Government bonds and short-term investments (market 
value. $2,416,348) ..:0s-7 user an cheeeey ee or ee eee 


Accounts receivable: <i 306 aoe eee ees ee ee 


Inventories: 


Pulpwood, raw materials, operating supplies, finished 
products and advances on wood operations, as de- 
termined and certified by officers of the Company 
and priced at not more than cost................ 


TOTAL CURRENT ASSETS.............. 


OTHER ASSETS: 


Short-term investments to cover cost of property 
AdGItIONS Fg seme ne ee ee ee 


Prepaid expenses and deferred charges............... 


FIXED ASSETS: 
Real estate, mills, machinery and equipment, at cost... 


Accumulated depreciation. ..............2000 cc ceees 
(see note 2) 


Timber limits, less depletion 


Signed on behalf of the Board: 


MARK DONOHUE : 
BROCK F. CLARKE Directors. 


1964 1963 

$ 1,322,823 $ 1,232,020 
2,336,228 2,747,007 
1,071,447 —-1,114,327 
3,267,013 3,247,540 
$ 7,997,511 $ 8,340,894 
$ 914,518 $ 327,883 
127,474 147,809 

$ 1,041,992 $ 475,692 


$13,894,903 
9,018,907 


$ 4,875,996 


3,171,772 
$ 8,047,768 


$17,087,271 


$13,114,987 
8,277,987 


$ 4,837,000 
3,377,104 


$ 8,214,104 


$17,030,690 


S AT DECEMBER 31, 1964 
at December 31, 1963) 


LIABILITIES 


1964 1963 
CURRENT LIABILITIES: 
Accounts payable and accrued liabilities.............. $ 681,553 $ 860,892 
incomemaxes Davable 7 cere se ee ke ee ee 565,252 596,945 
Serial bonds, sinking fund requirements, notes and 
instalments payable within one year, less specific 
deposits: forthis PUTPOSE... 50-62 asc 4. > sos se. 273,440 273,440 
TOTAL CURRENT LIABILITIES........ $ 1,520,245 $ 1,731,277 
LONG-TERM DEBT: 
First Mortgage Bonds: 
PAVEGTIOUAZ OC Mra a ER ie een AT ee inn $5,000,000 
SOUESta Taino me MR Pace eid aa Sen eat ewe * $ 3,244,000 $ 3,643,000 
(For details, see note 1) 
Unsecured Notes: 
544%, to mature December 1, 1965-68............. 400,000 500,000 
Balance due on purchase price of timber limits — secured: 
Fs) Teams OY Se nae wert as. fend se SEN Gs an eee TES 76,700 153,400 


$ 3,720,700 $ 4,296,400 
Less: Serial bonds, sinking fund requirements, notes and 
instalments payable within one year............ 575,700 975,700 


$ 3,145,000 $ 3,720,700 


SHAREHOLDERS’ EQUITY: 
CAPITAL STOCK: 
Authorized: 3,600,000 shares without par value 


Issued and outstanding: 1,800,000 shares........... $ 2,000,000 $ 2,000,000 
RETAINED?# EARNINGS:« 5.4.5.5 .4551.0%0 Soles 10,422,026 9,578,713 


$12,422,026 $11,578,713 
$17,087,271 $17,030,690 


PON OWES ROM HIE Risse Mall Es 
AIN DSU BIST DallAUR ¥ 'G.OUM)POAINDY, 
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NOTES TO 
CONSOLIDATED 
FINANCIAL STATEMENTS 
for the year ended December 31, 1964 


NOTE 1 — OUTSTANDING FIRST MORTGAGE BONDS: 


Series ‘‘A’’: 

5% Sinking fund bonds to mature February 15, 1967 

Series ‘““B’’: 

434% Sinking fund bonds to mature February 15, 
1967; payable in.U:S. fundsae ee ee 

Series “‘C”’: 

4% Serial bonds to mature 1965................ 

4% Sinking fund bonds to mature August 15, 1975 

Series ‘‘D’’: 

5% Sinking fund bonds to mature December 1, 
1976; payvabienn.U.s. funds 2 eee 

Series ‘‘E’’: 

6% Sinking fund bonds to mature February 15, 
1977, payable in U.Safunds#4ae.. see eee 


NOTE 2 — FIXED ASSETS: 


1964 1963 


$ 410,000 $ 545,000 


300,000 400,000 


40,000 80,000 
720,000 745,000 


1,110,000 1,175,000 


664,000 698,000 


$3,244,000 $3,643,000 


The fixed assets of the Company, other than timber limits, were valued by 
Stone & Webster Canada Limited as at July 31, 1962; according to their 
valuation, the estimated depreciated replacement cost was then $16,888,846. 
By adding to this figure the net cost of fixed assets acquired since that date 
of $1,891,921, the total estimated value as at December 31, 1964 is then 
$18,780,767 whereas the depreciated book value is $4,875,996. 


NOTE 3 — COMMITMENTS AND CONTINGENCIES: 


To assist its employees in the acquisition of properties for dwellings or for 
recreational purposes, the Company has guaranteed mortgage loans for a 


total amount of $179,390. 


DONOHUE BROTHERS LIMITED 
AND SUBSIDIARY COMPANY 


CONSOLIDATED STATEMENTS 
OF EARNINGS AND 
RETAINED EARNINGS 


for the year ended December 31, 1964 


(with comparative figures for the previous year) 


CONSOLIDATED STATEMENT OF EARNINGS 


; 1964 1963 
Earnings for the year, before taking into account 
the items shown below..°................. $ 4,123,517 $ 3,895,243 
Deduct: 
interestron,iong-term debt sv. oc a oe 198,818 226,770 
non $ 3,924,699 $ 3,668,473 
DDEDIECIAtION os eee) te ree he a: a 762,034 697,930 
ae ; $ 3,162,665 $ 2,970,543 
Provision for income taxes................... 1,599,352 1,539,455 
Net earnings for the year.................. $ 1,563,313 $ 1,431,088 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Balance at beginning of year................. $ 9,578,713 

Add: 

INEt earnings (Of the Yeates tees) ayo 1,563,313 1,431,088 

Adjustment of the special pension fund........ 14,484 
$11,142,026 $10,298,713 

Deduct: 

IVIGendS alc sais ata adic ciate oie 720,000 720,000 

Balance at end of year.................... $10,422,026 $ 9,578,713 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Donohue Brothers Limited and its subsidiary 
Company as at December 31, 1964 and the related consolidated statements of earnings and retained 
earnings for the year ended on that date, and we have obtained all the information and explanations 
which we required. Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statements 
of earnings and retained earnings, supplemented by appended notes, present fairly the financial position 
of the Company and its subsidiary Company as at December 31, 1964, and the results of their operations 
for the year ended on that date, in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 

SAMSON, BELAIR, COTE, LACROIX 
ET ASSOCIES, 


QUEBEC, February 23, 1965. Chartered Accountants. 
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1955 


1956 


1957 


1958 


1959 


1960 


1961 


1962 


1963 


1964 


Production 
Totale 
(tonnes) 
83,310 
87,427 
82,440 
87,788 
100,402 
102,500 
103,815 
109,165 
106,634 


110,454 


STATISTIQUES 


Profit avant 
dépréciation 


et impdts sur 


le revenu 


$1,965,174 


2,068,929 
1,880,412 
2,018,625 
2,353,058 
2,737,235 
2,949,947 
3,672,085 
3,668,473 


3,924,699 


Provision 
pour 


amortissement 


$312,177 
288,954 
254,998 
375,803 
486,931 
554,066 
582,909 
601,707 
697,930 


762,034 


Provision 
pour 
impéts sur 
le revenu 


$ 780,624 
839,260 
752,694 
757,469 
925,216 

1,115,270 
1,201,347 
1,624,748 
1,539,455 


1,599,352 


POUR LES ANNEES 


$ 


Profit net 


872,373 
940,715 
872,720 
885,353 
940,911 
1,067,899 
1,165,691 
1,445,630 
1,431,088 


1,563,313 


*Le gain par action et le dividende sont basés sur le capital-actions actuel de 1,800,000 actions. 


1955-1964 


Gain 
par 
action* 


Dividende 
par 
action * 


0.3124 
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